
COMMONWEALTH OF KENTUCKY 

BEFORE THE UTILITY REGULATORY COMMISSION 

* * * * *  

I n  t h e  Matter of: 

NOTICE OF ECHO TELEPHONE COMPANY 1 
OF A GENERAL ADJUSTMENT I N  ITS RATES ) CASE NO. 7902 

O R D E R  

I T  IS ORDERED t h a t  Echo Telephone  Company s h a l l  f i l e  w i t h  

t h e  Commission by O c t o l l e r  13, 1980, t h e  f o l l o w i n g  i n f o r m a t i o n :  

S t a f f  Request N o .  1 

1. A t r i a l  balance as o f  t h e  l a s t  day  of t h e  tes t  y e a r ,  a l l  

income s t a t e m e n t  a c c o u n t s  s h o u l d  show a c t i v i t y  f o r  12 

month showing a c c o u n t  number, a c c o u n t  t i t l e ,  a n d  amount. 

C l e a r l y  i d e n t i f y  a c c o u n t s  m a i n t a i n e d  o n  a t o t a l  company 

bas i s  a n d  a c c o u n t s  m a i n t a i n e d  on  a j u r i s d i c t i o n a l  bas i s  

( i n d i c a t e  j u r i s d i c t i o n ) .  Show t h e  balance i n  e a c h  c o n t r o l  

and a l l  u n d e r l y i n g  s u b a c c o u n t s  p e r  company books.  

2. A .  A c a l c u l a t i o a  of t o t a l  company a v e r a g e  ( t h i r t e e n  month)  

and  end-of -per iod  d e b t ,  p r e f e r r e d  s t o c k ,  and  common 

e q u i t y  c a p i t a l  f o r  t h e  test y e a r  i n  t h e  f o r m a t  as shown 

i n  Format 2a a t t a c h e d .  

B. A ca lcu la t ion  of t h e  a v e r a g e  ( t h i r t e e n  month) a n d  end- 

o f - p e r i o d  l o n g - t e r m  debt compos i t e  i n t e r e s t  f o r  t h e  

t w e l v e  months of t h e  test y e a r .  S u p p o r t i n g  de t a i l s  

u n d e r l y i n g  ca lcu la t ions  s h o u l d  be p r o v i d e d .  The a v e r a g e  

long-term debt composite interest cost is calculated by 
d i v i d i n g  t h e  sum of t h e  book i n t e r e s t  a c c r u e d  on long-  

t e r m  debt and related amortization of d i s c o u n t ,  premium, 

and i s s u a n c e  cost by average long-term debt 8s c a l c u l a t e d  

in Format 2a. column c ,  l i n e  15. 

3. L i s t  e a c h  g e n e r a l  o f f i c e  a c c o u n t  (asse t ,  r e s e r v e ,  a n d  e x p e n s e  

a c c o u n t s )  c o v e r i n g  t h e  twelve months of t h e  test y e a r .  Show 

t h e  amount a l l o c a t e d  t o  e a c h  j u r i s d i c t i o n  a n d  a c a l c u l a t i o n  

of t h e  factor used t o  a l locate  e a c h  amount. 



, 
4. The f o l l o w i n g  month ly  b a l a n c e s  and  a c a l c u l a t i o n  of t h e  

t h i r t e e n  month a v e r a g e  d a t a  for t h e  test  y e a r  o p e r a t i o n s  

of t h e  t o t a l  company and I n t r a s t a t e :  

A. P l a n t  i n  s e r v i c e  

B. P l a n t  p u r c h a s e d  or s o l d  

C. P r o p e r t y  held for  f u t u r e  u s e  

D. C o n s t r u c t i o ?  in p r o g r e s s - - s e p a r a t e  t h i s  b a l a n c e  i n t o  

CWIP t h a t  I n t e r e s t  Dur ing  C o n s t r u c t i o n  is c a l c u l a t e d  

on and o t h e r  CWIP. 

E. D e p r e c i a t i o i  r e s e r v e  

F. Material and  s u p p l i e s  

G. B a l a n c e  i n  a c c o u n t s  p a y a b l e  ( a p p l i c a b l e  t o  material 

and s u p p  1 ies ) * 
€I. Unamort ized i n v e s t m e n t  c red i t -P re -Revenue  A c t  of 1971 

I .  Unamort ized i n v e s t m e n t  c r e d i t - R e v e n u e  Act of 1971 

J. Accumulated deferred income taxes 

K. Balance i n  accounts payable a p p l i c a b l e  t o  amounts 

i n c l u d e d  i n  p l a n t  i n  s e r v i c e *  

L. B a l a n c e  i n  a c c o u n t s  p a y a b l e  a p p l i c a b l e  t o  amounts  

i n c l u d e d  i n  p l a n t  u n d e r  c o n s t u c t i o n *  

M. Shor t  t e r m  bo r rowings  

N.  Interest on s h o r t  t e r m  b o r r o w i n g s  ( e x p e n s e )  

5 .  P r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n  for each i t e m  of t e l e p h o n e  

p r o p e r t y  h e l d  f o r  f u t u r e  u s e  a t  t h e  end  of t h e  test  y e a r :  

A. D e s c r i p t i o n  of p r o p e r t y  

B. L o c a t i o n  

C. D a t e  p u r c h a s e d  

D. Cost 

E. E s t i m a t e d  da t e  t o  be placed i n  s e r v i c e  

F. B r i e f  d e s c r i p t i o n  of i n t e n d e d  u s e  

~ ~~ ~ ~~~ 

* i f  a c t u a l  is u n a v a i l a b l o ,  g i v e  a reasonable estimate 
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6. S c h e d u l e s  in c o n p a r a t i v e  form showing by months f o r  t h e  tes t  

y e a r  and t h e  y e a r  p r e c e d i n g  t h e  test; y e a r  t h e  balance i n  e a c h  

t e l e p h o n e  p l a n t  and reserve account or subaccount i n c l u d e d  

i n  t h e  a p p l i c a n t ' s  char t  of a c c o u n t s  as shown i n  Format 6 

attached. 

7 .  The detailed work papers  showing c a l c u l a t i o n s  s u p p o r t i n g  all 

a c c o u n t i n g ,  pro forma, end-of -per iod ,  a n d  proposed rate 

ad jus tmen t s  in t h e  ra te  a p p l i c a t i o n  t o  r e v e n u e ,  e x p e n s e ,  

i n v e s t m e n t ,  a n d  r e s e r v e  a c c o u n t s  for t h e  test  y e a r  a n d  a 

complete  de ta i led  n a r r a t i v e  e x p l a n a t i o n  of each a d j u s t m e n t  

i n c l u d i n g  t h e  r e a s o n  why  each a d j u s t m e n t  is r e q u i r e d .  E x p l a i n  

a l l  components u s e d  i n  e a c h  c a l c u l a t i o n .  Index  e a c h  calcula- 

t i o n  t o  t h e  a c c o u n t i n g ,  p r o  forma, end-of -per iod ,  and  p roposed  

ra te  a d j u s t m e n t  which i t  s u p p o r t s .  

a.  A s c h e d u l e  showing a comparison by month of t h e  combined and 

i n t r a s t a t e  r e v e n u e  a c c o u n t s  fo r  t h e  test  y e a r  t o  t h e  same 

month of t h e  preceding y e a r  for  each r e v e n u e  a c c o u n t  or 

s u b a c c o u n t  i n c l u d e d  i n  t h e  a p p l i c a n t ' s  char t  of a c c o u n t s .  

I n c l u d e  a p p r o p r i a t e  f o o t n o t e s  t o  show t h e  month e a c h  rate 

i n c r e a s e  o r  rate c h a n g e  went i n t o  effect  a n d  t h e  first month 

t h e  f u l l  i n c r e a s e  was recorded i n  t h e  a c c o u n t s .  See Format 

6 .  

9. A .  A schedule showing a compar ison  of t h e  balance In the 

combined o p e T a t i n g  e x p e n s e  accounts f o r  e a c h  m o n t h ' s  

a c t i v i t y  fo r  t h e  test  y e a r  t o  t h e  same month of t h e  

p r e c e d i n g  y e a r  fo r  each a c c o u n t  or  s u b a c c o u n t  i n c l u d e d  

i n  t h e  a p p l i c a n t ' s  c h a r t  of accounts.  S e e  Format 6 .  

B. A s c h e d u l e  i n  c o m p a r a t i v e  f o r m  showing t h e  operating 

e x p e n s e  a c c o u n t  b a l a n c e s  f o r  t h e  test y e a r  and each of 

t h e  f i v e  yea i - s  p r e c e d i n g  t h e  test y e a r  for e a c h  a c c o u n t  

inc luded  i n  t h e  a p p l i c a n t ' s  a n n u a l  repor t  (FCC Form M ,  

S c h e d u l e  3 5 ) .  Show t h e  p e r c e n t a g e  of i n c r e a s e  of each 

y e a r  over t h e  p r i o r  y e a r .  
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C .  A s c h e d u l e  of t o t a l  company salaries and wages for t h e  

test y e a r  and each of t h e  f i v e  c a l e n d a r  y e a r s  p r e c e d i n g  

t h e  test  y e a r  as shown i n  Format 9c attached. 

10. The f o l l o w i n g  tax data for t h e  test y e a r  fo r  t o t a l  company 

and i n t r a s t a t e  o p e r a t i o n s .  

A. Income t a x e s :  

Federal o p c r a t l n g  Income t axes  deferred - accelerated 

t a x  d e p r e c i a t i o n  

Federal o p e r a t i n g  i n c o m e  t a x e s  deferred - other 

( e x p l a i n )  

F e d e r a l  income taxes  - o p e r a t i n g  

Income credits r e s u l t i n g  from p r io r  d e f e r r a l s  of 

Federal income taxes  

I n v e s t m e n t  t a x  credit n e t  

(i) I n v e s t m e n t  credit realized 

(ii) Inves tment  c r e d i t  a m o r t i z e d  - Pre-Revenue 

A c t  of 1971 

(iii] Inves tmen t  credit amortized - Revenue Act 

of 1971 

P r o v i d e  t h e  i n f o r m a t i o n  i n  l l a ( 1 )  t h r o u g h  l l a ( 4 )  for 

s ta te  income taxes 

A c a l c u l a t i o n  of t h e  book F e d e r a l  and  s t a t e  income 

t a x  e x p e n s e  for t h e  test  y e a r  u s i n g  book t a x a b l e  income 

as t h e  s t a r t i n g  p o i n t  

A copy of Federal and s ta te  income t a x  r e t u r n s  f o r  

t h e  t a x a b l e  year ended  d u r i n g  t h e  test y e a r  i n c l u d i n g  

s u p p o r t i n g  schedules (three copies r e q u i r e d ) .  

The q u a r t e r l y  gross r e c e i p t s  tax r e t u r n s  f o r  e a c h  

q u a r t e r  d u r i n g  t h e  tes t  year.  

An a n a l y s i s  of Kentucky o ther  operating taxes as shown 

in Format 10b a t t a c h e d ,  Tor comblncld and jntramtnto 

o p e r a t i o n .  
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11. A s c h e d u l e  of Kentucky combined n e t  o p e r a t i n g  income per 

a v e r a g e  p r i m a r y  phone (see Format 1 2 ,  S c h e d u l e  2 )  p e r  company 

books for t h e  test  year and  t h e  f i v e  y e a r s  p r e c e d i n g  t h e  test 

y e a r .  This d a t a  s h o u l d  b e  p r o v i d e d  i n  t h e  fo rma t  as shown 

in Format 11 attached. 

1 2 .  The c o m p a r a t i v e  o p e r a t i n g  s t a t i s t i c s  as shown i n  Format 12 

attached. 

13. A s c h e d u l e  o f  t o t a l  company a v e r a g e  t e l e p h o n e  p l a n t  i n  s e r v i c e  

per a v e r a g e  p r i m a r y  phone by a c c o u n t  per company books  fo r  

t h e  test y e a r  and  t h e  f i v e  c a l e n d a r  y e a r s  p r e c e d i n g  t h e  test 

y e a r .  T h i s  data s h o u l d  be p r o v i d e d  i n  t h e  format as shown i n  

Format 13 attachl2.d. 

14. A statement of t e l e p h o n e  p l a n t  i n  service per company books 

for t h e  test y e a r .  T h i s  data s h o u l d  be presented in the 

format as shown i n  Format 14 a t t a c h e d .  

15. A .  Provide a d e t a i l e d  a n a l y s i s  of a l l  i n t r a s t a t e  charges 

booked d u r i n g  t h e  test p e r i o d  f o r  a d v e r t i s i n g  e x p e n d i t u r e s .  

T h i s  a n a y l s i s  s h o u l d  i n c l u d e  a complete breakdown of 

a c c o u n t  642  -- A d v e r t i s i n g  as shown i n  Format 15a a t t a c h e d ,  

and f u r t h e r  s h o u l d  show any  o t h e r  a d v e r t i s i n g  e x p e n d i t u r e s  

i n c l u d e d  in zny o t h e r  e x p e n s e  s u b a c c o u n t s .  The a n a l y s i s  

s h o u l d  moreover ,  be specific as t o  t h e  p u r p o s e  o f  t h e  

e x p e n d i t u r e  and t h e  e x p e c t e d  b e n e f i t  t o  be d e r i v e d .  Expenses  

al located from t h e  p a r e n t  company should be s o  i d e n t i f i e d .  

B. P r o v i d e  a n  a n a l y s i s  of Account 675 - Other Expenses f o r  

t h e  test p e r i o d .  T h i s  a n a l y s i s  s h o u l d  show a c o m p l e t e  

breakdown of thie account as show in attached ForrnRt 15b 

and f u r t h e r  p r o v i d e  a l l  d e t a i l e d  working  p a p e r s  s u p p o r t i n g  

t h i s  a n a l y s i s .  As a m i n i m u m  the w o r k  papers s h o u l d  s h o w  

t h e  date,  v e n d o r ,  do l la r  amount and  a b r i e f  d e s c r i p t i o n  

of each expenditure for amounts of $500 or m o r e .  
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16. 

17. 

18. 

19. 

20 .  

C.  

D. 

A detailed analysis of all charitable and p o l i t i c a l  

c o n t r i b u t i o i i s  e x p e n s e s  c h a r g e d  t o  i n t r a s t a t e  o p e r a t i o n s  

d u r i n g  t h e  t e s t  period.  This a n a l y s i s  s h o u l d  i n d i c a t e  

t h e  amount of t h e  e x p e n d i t u r e ,  t h e  r e c i p i e n t  of t h e  

d o n a t i o n  and t h e  s p e c i f i c  amount charged. Expenses  

al located from t h e  pa ren t  s h o u l d  be so i d e n t i f i e d .  

P r o v i d e  a n  a n a l y s i s  of Account .323 - M i s c e l l a n e o u s  

Income Chages for  t h e  test  p e r i o d .  T h i s  a n a l y s i s  

s h o u l d  show a c o m p l e t e  breakdown of t h i s  accoun t  as 

shown i n  attached Format 15d, and f u r t h e r  p r o v i d e  a l l  

detai led working p a p e r s  s u p p o r t i n g  this a n a l y s i s ,  As 

a minimum t h e  work  papers s h o u l d  show the da te ,  v e n d o r ,  

dollar amount and a b r i e f  d e s c r i p t i o n  of e a c h  e x p e n d i t u r e  

for amounts of $500 or m o r e .  

A s t a t e m e n t  d e s c r i b i n g  t h e  a p p l i c a n t ' s  lobbying activities 

and a schedule showing t h e  name of t h e  i n d i v i d u a l ,  h i s  salary, 

and a l l  company-paid or  r e imbursed  e x p e n s e s  or a l l o w a n c e s  and  

t h e  a c c o u n t  c h a r g e d  for a l l  p e r s o n n e l  for whom a p r i n c i p a l  

f u n c t i o n  is t h a t  of l o b b y i n g ,  w h e t h e r  i t  be l o b b y i n g  o n  t h e  

local,  s t a t e ,  or n a t i o n a l  level. 

Rates of r e t u r n  as shown i n  Format 17 a t t a c h e d .  

Employee data  as shown i n  Format 18 attached. 

Provide a d e t a i l e d  a n a l y s i s  of t h e  retained earnings 

account for t h e  t e s t  period and twelve month period 

immedia te ly  p r e c e d i n g  t h e  tes t  per iod.  

P r o v i d e  t h e  f o l l o w i n g  i n f o r m a t i o n  w i t h  regard t o  u n c o l l e c t i b l e  

a c c o u n t s  for t h e  test y e a r  and t h e  f i v e  p r e c e d i n g  calendar 

y e a r s  ( taxable  y e a r  acceptable) 

A. Reserve a c c o u n t  b a l a n c e  a t  t h e  b e g i n n i n g  of t h e  y e a r .  

B. Charges  t o  r e s e r v e  a c c o u n t  ( a c c o u n t s  c h a r g e d  off). 

C .  Credits t o  r e s e r v e  account .  

I). C u r r e n t  year pxov i s ion .  

E .  Reserve account  balance a t  t h e  end of t h e  y e a r .  

F. Percent of p r o v i s i o n  of t o t a l  r e v e n u e .  
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21. The dollar amount of employee concession telephone service 

for the twelve (12) months of the test year as shown in 

Format 21 attached. 

22. Additional data relating to affiliated or parent company(s). 

A. 

B .  

C .  

D. 

E. 

F. 

Consolidated parent and subsidiaries balance sheet, 

income statenent, and statement of changes in financial 

position for test year and last two calendar years. 

Schedule shoving balance sheet, income statement, and 

retained earrings adjusting entries for Kentucky 

subsidiary in its consolidation with the parent company 

and affiliated companies. 

Schedule of company's home office and/or intercompany 

charges; monthly for the test year. State the type of 

goods or services provided (i.e., supplies capitalized, 

data service, directory sales, management services, etc.). 

The amount by type from each b i l l i n g  unit and the method 

used in billing (i.e., direct, allocated) and basis for 

allocating common charges. 

Provide a calculation of the average (thirteen month) 

and the end-of-period debt and equity ratio and average 

(thirteen month) and end-of-period composite interest 

cost and preferred stock cost for the twelve months of 

the test period for the parent company and for the con- 

solidated companies including all subsidiaries. 

Schedule of Federal income tax reductions due to filing 

a consolidated parent tax return for last two taxable 

years. S h o w  source and type of reduction, and method 

and basis  of allocating to companies and states. 

A schedule of sa le s  by affiliated Manufacturing and/or 

Supply Companies separated into Manufacturing Operating 

and Supply Operations with a further separation into 

sales to affiliated System Telephone Companies, Non- 

affiliated Telephone Companies, all other Sales and 

total for the calendar year for all years of common 

affiliation. 
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G. A schedu le  showing for e a c h  y e a r  u s e d  i n  22f f o r  

a f f i l i a t ed  Manufac tu r ing  a n d / o r  Supp ly  Companies t h e  

w e i g h t e d  a v e r a g e  c a p i t a l i z a t i o n  r a t i o s ,  e f f e c t i v e  

d e b t  i n t e r e s t  rates and  e f f e c t i v e  preferred s tock  

d i v i d e n d  rates. T h i s  s c h e d u l e  s h o u l d  show t he  a c t u a l  

amounts  of t h e  v a r i o u s  cap i t a l  components as w e l l  as 

t h e  ra t ios .  

H. Net Income czs a p e r c e n t  of S a l e s ,  R e t u r n  on  Average 

I n v e s t m e n t ,  and R e t u r n  on Average Common E q u i t y  fo r  

sales t o  a f f i l i a t z d  t e l e p h o n e  companies  and  on sales 

t o  n o n a f f i l i a t e d  t e l e p h o n e  companies  s e p a r a t e l y  for 

manufac tu red  p r o d u c t s  and  s e p a r a t e l y  f o r  i t e m s  p u r c h a s e d  

for resale for t h e  c a l e n d a r  years u s e d  i n  22f. Also 

p r o v i d e  d e t a i l s  f o r  t h e  rate of r e t u r n  ca lcu la t ions .  

I .  On sales t o  t h e  Kentucky o p e r a t i n g  t e l e p h o n e  company 

u s e d  in 22f, s e p a r a t e  p u r c h a s e s  f r o m  t h e  m a n u f a c t u r i n g  

o p e r a t i o n  i n t o  amounts capi ta l ized and amounts expensed 

and from t h e  s u p p l y  o p e r a t i o n  i n t o  amoun t s  c a p i t a l i z e d  

and  amounts expensed. 

J. A s c h e d u l e  showing t h e  d o l l a r  amount of gross a d d i t i o n s  

by major p l a n t  a c c o u n t s  and  t h e  p e r c e n t  and  do l l a r  

amounts  s u r v i v i n g  a t  end  of test y e a r ,  fo r  e a c h  of 

t h e  years used i n  22f. A second p a r t  of t h i s  s c h e d u l e  

s h o u l d  show the  do l l a r  and percent of e q u i v a l e n t  amounts 

of d e p r e c i a t i - o n  r e s e r v e  at t h e  end of t h e  test y e a r ,  

applicable t o  t h e  s u r v i v i n g  c a p i t a l i z e d  p u r c h a s e s .  

23. A c a l c u l a t i o n  of t h e  rate or ra tes  used  t o  c a p i t a l i z e  in terest  

d u r i n g  c o n s t r u c t i o n  f o r  t h e  tes t  y e a r  and t h e  t h r e e  p r e c e d i n g  

c a l e n d a r  y e a r s .  P r o v i d e  a n a r r a t i v e  e x p l a n a t i o n  of each 

component e n t e r i n g  i n t o  t h e  c a l c u l a t i o n  of t h i s  rate.  

24. A .  E x p l a n a t i o n ,  w i t h  copies of a p p r o p r i a t e  s u p p o r t i n g  

mater ia l ,  of t h e  s e p a r a t i o n  p r o c e d u r e s  used t o  a r r i v e  

a t  the test p e r i o d  Kentucky i n t r a s t a t e  p o r t i o n s  of r e v e n u e s ,  

i n v e s t m e n t ,  e x p e n s e s ,  t a x e s ,  r e s e r v e s  a n d  any other  i t e m s  
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applicable t o  t h e  case. I n c l u d e  d i s c u s s i o n s  o n  cost  

s t u d i e s  w h i c h  were u s e d  and periods for w h i c h  s t u d i e s  

were made. ( P r o v i d e  summary s h e e t s  f r o m  a p p r o p r i a t e  

s t u d i e s ) .  

B. A l i s t i n g  i n  c o m p a r a t i v e  form of the following factors 

u s e d  i n  t h e  cost s e p a r a t i o n s  s t u d i e s  f o r  t h e  l a s t  f o u r  

c a l e n d a r  years p r e c e d i n g  t h e  test per iod and f o r  t h e  

test per iod  y e a r  ( p r o v i d e  i n t e r s t a t e  t o l l ,  i n t r a s t a t e  

t o l l  and  i n t r a s t a t e  local factors where a p p l i c a b l e ) :  

(1) S u b s c r i b e r  l i n e  usage  factors  

( 2 )  S u b s c r j b e r  p l a n t  factors 

(3) C o m p o s i t e  station r a t io s  

( 4 )  Conver sa t ion -minu te -mi l e s  factors 

( 5 )  Dial equipment  minutes -of -us  factors (composite 

for a l l  o f f i c e s )  

( 6 )  T r a f f i c  u n i t  factors (composi te  for a l l  t o l l  c e n t e r s )  

( 7 )  Hold ing  t i m e  minu te s -o f -use  

Give  t h e  dates of t h e  t r a f f i c  s t u d i e s  from w h i c h  t h e  

test  per iod factors were o b t a i n e d .  I n c l u d e  a s t a t e m e n t  

as t o  w h e t h e r  t h e s e  factors are f inc .1  or w i l l  be r e v i s e d  

should subsequent studies prior t o  the hearing date show 

changes  i n  them. 

C .  A breakdown by  d o l l a r  amounts of the Kentucky In t r a s t a t e  

t o l l  r e v e n u e s  for  t h e  test  per iod  i n t o  t h e i r  major class 

of t o l l  s e r v i c e - m e s s a g e  t o l l  i n c l u d i n g  WATS, p r i v a t e  l i n e ,  

f o r e i g n  exchange ,  and any other  i t e m s  c o n t r i b u t i n g  t o  t h e  

i n t r a s t a t e  t o l l  r e v e n u e s .  

2 5 .  A .  E x p l a n a t i o n  of t h e  s e t t l e m e n t  c o n t r a c t  or method u s e d  w i t h  

S o u t h  Cen t ra l .  B e l l  and  any o t h e r  t e l e p h o n e  companies  t o  

a r r i v e  at A p p l i c a n t ' s  i n t r a s t a t e  and Inters ta te  test period 

t o l l  r e v e n u e s .  ( F u r n i s h  copies of T r a f f i c  Agreement pre- 

s e n t l y  In u s e  fo r  s e t t l e m e n t  p u r p o s e s ) .  

B. E x p l a n a t i o n s  of projected g r o w t h  i n  I n t r a s t a t e  and  In ter -  

state toll r e v e n u e s  I n  terms of projected growth  i n  b i l l e d  

r e v e n u e s  and appropriate  t o l l  messages n e c e s s a r y  f o r  

computing t o l l  settlements. 



C .  E x p l a n a t i o n s  of t h e  m e t h o d ( s )  used to divide total toll 

r e v e n u e s  (whe the r  r e c e i v e d  t h r o u g h  s e t t l e m e n t s  o r  other- 

w i s e )  i n t o  t h e  i n t r a s t a t e  and i n t e r s t a t e  p o r t i o n s .  

F u r t h e r ,  show these p o r t i o n s  b roken  down i n t o  message  

t o l l ,  WATS, p i ' i va t e  l i n e ,  f o r e i g n  exchange a n d  any  o t h e r  

i t e m s  c o n t r i b u t i n g  t o  these p o r t i o n s .  

26.  A. W r i t t e n  e x p l a n a t i o n  of all pro-forma a d j u s t m e n t s  made 

t o  n o r m a l i z e  t h e  tes t  p e r i o d  intrastate  t o l l  r e v e n u e s  

s u c h  as t h o s e  caused  by settlement contract  changes  and  

s e p a r a t i o n  p r o c e d u r e  changes t h a t  may effect  s u c h  i t e m s  

as t h e  in t ras ta te  t o l l  rate o f  r e t u r n  used  i n  computing 
t o l l  s e t t l e m e n t s  fo r  a c t u a l  c o s t  and D i v i s i o n  of Revenues 

companies. 

B. Any other  i n f o r m a t i o n  t h e  A p p l i c a n t  deems n e c e s s a r y  t o  

e x p l a i n  t h e  d e b i t s  and credits t o  its t o l l  r e v e n u e s  i n  

order t o  n o r m a l i z e  its i n t r a s t a t e  t o l l  r e v e n u e s  f o r  t h e  

test period. 

27. A.  C a p i t a l  s t r u c t u r e  a t  end  of e a c h  c a l e n d a r  y e a r  f o r  t h e  

p r e v i o u s  t e r .  (10) years. 

B. C a p i t a l  s t r u c t u r e  a t  end of la tes t  a v a i l a b l e  quarter. 

C .  C a p i t a l  s t r u c t u r e  a t  end  of h i s t o r i c a l  test p e r i o d .  

These i t e m s  should include t h e  following i n f o r m a t i o n :  

( i) class o f  c a p i t a l  

(ii) amount of each  class ($ )  

(iii) r a t i o  of e a c h  class t o  t o t a l  c a p i t a l i z a t i o n  

( I V )  t o t a l  c a p i t a l i z a t i o n  ($) 

These i t e m s  should be f u r n i s h e d  for t h e  p a r e n t ,  t h e  

s u b s i d i a r y  and  f o r  t h e  s y s t e m  consol ida ted .  

28. A .  List all o u t s t a n d i n e  I R R U O ~  of long-torm debt as of t h e  

end of t h e  l a tes t  c a l e n d a r  year and a t  t h e  end of t h e  

test  p e r i o d .  

This s h o u l d  i n c l u d e  t h e  f o l l o w i n g  i n f o r m a t i o n  for e a c h  

o u t s t a n d i n g  issue: 

-10- 



1. date of issue 5 .  cost rate at i s s u e  

2. date of m a t u r i t y  6. cost r a t e  t o  m a t u r i t y  

3. amount o u t s t a n d i n g  7. bond r a t i n g  a t  issue - 
4 .  coupon i n t e r e s t  rate 8 .  t y p e  of o b l i g a t i o n  

(Moody's, S t a n d a r d  & Poor's) 

B. P r o v i d e  c a l c u l a t i o n s  of embedded cost of long- t e rm d e b t  

a t  t h e  end  of each c a l e n d a r  year f o r  t h e  previous t e n  (10) 

years. A l s o  p r o v i d e  t h i s  c a l c u l a t i o n  f o r  end  of t h e  

test  per iod.  

Items 28 A t c  B should be p r o v i d e d  fo r  t h e  p a r e n t  and f o r  

the s u b s i d i m y  where  applicable and n o t  I n c l u d e d  i n  the 

record t o  dz te .  

29. A .  L i s t  a l l  o u t s t a n d i n g  i s s u e s  of p r e f e r r e d  stock as of 

end  of t h e  la tes t  a v a i l a b l e  c a l e n d a r  y e a r  and q u a r t e r  

and a t  end  of t h e  h i s tor ica l  test period.  

T h i s  s h o u l d  i n c l u d e  t h e  f o l l o w i n g  i n f o r m a t i o n  f o r  each 

o u t s t a n d i n g  i s s u e :  

1. i s s u e  date 4 .  cost rate at I s s u e  

2. amount s o l d  ($ )  5. amount o u t s t a n d i n g  

3. d i v i d e n d  ra te  6 .  n o t e  any  c o n v e r t i b i l i t y  
f e a t u r e s  

€3. P r o v i d e  c a l c u l a t i o n s  of embedded cost of p r e f e r r e d  s t o c k  

at t h e  end of each of t h e  p r e v i o u s  t e n  (10)  years. 

Also p r o v i d e  t h i s  c a l c u l a t i o n  for  the most r e c e n t  

q u a r t e r  available and for t h e  h i s t o r i c a l  test per iod .  

Items 29 A & €3 s h o u l d  be p r o v i d e d  f o r  t h e  p a r e n t  company. 

30. A. P r o v i d e  a l i s t i n g  of a l l  I s s u e s  of common s tock  i n  the 

p r i m a r y  m a r k e t  d u r i n g  the most r e c e n t  t e n  (10) y e a r  

p e r i o d .  

I n c l u d e  t h e  f o l l o w i n g  i n f o r m a t i o n :  

1. D a t e  01 i s s u e  5. n e t  proceeds t o  company 

2. number of s h a r e s  6 .  book v a l u e  per share a t  

3. date of announcement 7 .  s e l l i n g  expenses as Cb of 
& r e g i s t r a t i o n  gross i s s u e  amount 

4 .  p r i c e  per  s h a r e  ( n e t  

t i m e  of issue 

to company) 8 .  price per s h a r e  t o  p u b l i c  

-11- 



B. P r o v i d e  t h e  fol lowing i n f o r m a t i o n  on  a q u a r t e r l y  and 

y e a r l y  basis for t h e  m o s t  r e c e n t  t e n  (10) y e a r  period 

a v a i l a b l e .  Also p r o v i d e  t h i s  t h r o u g h  t h e  l a tes t  

available quarter. 

1. a v e r a g e  number o f  s h a r e s  of common o u t s t a n d i n g  

2 .  book v a l u e  p e r  s h a r e  a t  end of p e r i o d  

3. p e r i o d  e a r n i n g s  per s h a r e  

4 .  p e r i o d  d e c l a r e d  d i v i d e n d  ra te  p e r  s h a r e  

5 .  ra te  of r e t u r n  o n  a v e r a g e  common e q u i t y  

6 .  ra te  of r e t u r n  o n  y e a r  end  common e q u i t y  

Items 30 B, 5 & 6 r e f e r  t o  y e a r l y  f i g u r e s  o n l y .  

C. P r o v i d e  month ly  marke t  price i n f o r m a t i o n  f o r  common s t o c k  

for e a c h  month d u r i n g  t h e  m o s t  r e c e n t  t e n  (10) y e a r  p e r i o d .  

I n c l u d e  t h e  f o l l o w i n g :  

1. monthly  h i g h  4 .  n o t e  a l l  stock s p l i t s  by 

2. month ly  low p r i c e s  a c c o r d i n g l y  

3. monthly  c l o s i n g  p r i c e  

I t e m s  30 A, B & C refer t o  t h e  p a r e n t  company. 

31. P r o v i d e  f i g u r e s  showing c o m p u t a t i o n  of f i x e d  c h a r g e  c o v e r a g e  

date and t y p e  and  a d j u s t  

ra t ios  (SEC method,  p r e t a x ,  i n c l u d i n g  s h o r t  term d e b t  payments )  

a t  t h e  end  of e a c h  of t h e  t e n  (10) m o s t  r e c e n t  p r i o r  y e a r s .  

32. The d e t a i l e d  cost s t u d y  and  any a d d i t i o n a l  i n f o r m a t i o n  t h a t  

s u p p o r t s  t h e  s u r m a r i e s  o f  cost i n f o r m a t i o n  r e l a t i n g  t o  t h e  

rates for p r i v a t e  l i n e  s e r v i c e s  a n d  equipment .  

Done a t  F r a n k f o r t ,  Kentucky,  t h i s  22nd day of September, 1980. 

ATTEST : 

S e c r e t a r y  
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L i n e  
No. - 

Echo Telephone Company 

. Commonwealth of Kentucky 

I 
1 

Case N o .  7902 

. ANALYSIS OF SALARIES A" WAGES CHARGED TO EXPENSE 
TEST YEAR ENDING March 31, 1980 

12 Months Ended 
Calendar Years Prior to T e s t  Y e a r  Test 

Year - 1 s t  - 2nd - 3rd - 5th - 4th .___ 

(b) (C) (d)  (e) ( f )  ( g )  

1 Maintenance $ $ $ $ $ S 
2 T r a f f i c  

3 Commercial 

4 Revenue Accounting 

5 General Office and 
Administrative Salaries: 

6 (a) Execut ive  Department 

7 (b) A'ccounting Department$ 

8 (c) Treasury Department 

9 (d) Law Department 

10 (e) Other General Office 
S a l a r i e s  

11 (f)  General O f f i c e  and 
Administrative Salaries 
a l l o c a t e d  to 
Kentucky 

12 Total General Office 
Administrative Salaries 
( L i n e  6 thru 11) 

13 T o t a l  S a l a r i e s  and Wages 
Charged Expense 
(Lines 1 thru 4 + Line  12) 

i4 Construction 

15 T o t a l  Salaries and Wages $ $ S S $ $ 

- A/  Excluding Revenue Accounting Salaries and Wages 
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CORRECTION 

1- I 

PRECEDING IMAGE HAS BEEN 
/?€FILMED 

TO ASSURE LEGf6fLITY OR 70 
CORRECT A POSSl6LE ERROR 
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Schedule 1 

Month prior 
t o  T e s t  Year 

1st Month of 
T e s t  Year 

2nd Month 

3rd Month 

4th Month 

5th  Month 

6th Y o n t h  

7th Month 

8th Month 

9 th  Month 

E c h o  Telephone Company 

Commonwealth of Kentucky 

Case No. 7902 

NUMBER OF EMPLOYEES 
-- TEST YEAR ENDING March 31, 1980 

General 

10th Month 

11th Month 

12th Month 

A 13-Month Average 
For Calendar Years Prior 
to T e s t  Year 

Tota l  Maintena-ns Traffic Commercial. O f f  ice 
(a) (b) ( e >  (d) (e) 

5th Year 
4th  Year 
3rd Year 
2nd Year 
is t Year 
T e s t  Year 



Per iod 

Format Schedule 12 2 6 

Echo Telephone' Company 

Commonwealth of Kentucky 

Case N o .  7902 

1 

STATION DATA 
TEST YEAR ENDING March 31, 1980 -- 

Month prior 
to Test Year 

1st Month of 
T e s t  Year 

2nd Month 

3rd Honth 

4th Month 

5th Month 

6th ?lonth 

7th Month 

8th Month 

9th Month 

10th Month 

11th Honth 

12th Month 

A I3 -Month Average 
For Calendar Years 
Prior t o  T e s t  Year 

5th Year 
4th Year  
3rd Year 
2nd Year  
1st Year 
T e s t  Year 

Cent rex PBX 
Main Trunks Trunks -- 
(4 (b) (e) 

Other Tota l  
Equ iv- Primary 
a l e n t s  Phones 

(d  1 (e> 



I 

Period 

. Echo Telephone Company 

Commonwealth. of Kentucky 

Case No. 7902 

CENERAL STATISTICAL DATA 
TEST eAR EhDING March 3l 8 lga0 

. 12 Months Ended .I280 

I Calendar Years Before Tes t  Year 

5th. Year 

4th Year 

3rd Year 

2nd Year 

1st Year 

T e s t  Year 

_ .  4 

Format 12 
Schedule 3 

No. of Station 
Connections 

Employees Per Ins t a 1 ler- 
P r i m a r y  Phone Rep a i  man 

h b m e t  of Per 

(a) (b 1 



Echo Telephone Company 

COMBIh'ED 

Calendar Years Before 
Tcs t Year 

5th Year 
4th Year 

, . 3rd Year 
2nd Year 

I 1st Year . 
T e s t  Y e a r .  

I INTRASTATE 

I Calendar Years Before 
Test Y e a r  

I 5th Year 
4th Year 
3rd Year 
2nd Year 

~ 1st Yeax 
T e s t  Year 

I 

G E N E R k t  STATISTICAL DATA , 1980 March 31 - TES'I YEAR ENDING 

Format 12 
Schedule 4 

Commonwealth of Kentucky 

Aver age Incr e as e . Construction 
N e t  P lant  Over Budget 

Increase 
Over 

Prior Year 
(d 1 
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Line 
No. 

1. 

2. 

3. 

4. 

5 .  

6 .  

7 .  

8.  

9 .  

10. 

11. 

Echo Telephone Company 

Case .No. 7902 9 * 

- KENTUCKY COXBINED OPERATIONS 
ACCOUNT 642 - ADVERTISING 

FOR THE TESr YEAR ENDING hhrch 31, 1980 

Newspapers and p e r i o d i c a l s  

Booklets and pamphlets 

B i l l  i n s e r t s  

D i sp lays ,  e x h i b i t s ,  p x t e r s ,  
and placards 

Motion p i c t u r e s  

Rad i o  

Television 

S a l a r i e s  and wages 

Other advertising 

Other expenses 

Tot.1 

Sa 1 es I n s t i t u t i o n a l  Rate 
Case T o t a l  - -  Advert i s  i n g  Adver t i s  ing 

(b) ( C )  ( d )  ( e )  



, -  

L i n e  
N o .  

1. 

2. 

3. 

4. 

5 .  

6 .  

7. 

8 .  

9 .  

10. 

11. 

12. 

- Echo Telephone Company 

3 Case Xuiber 7902 

lENTU CKY COMB I NED OPERAT IONS 
SUM?lARY-OF ACCOUNT NO. 675 - OTHER EXPENSES - 

, 1980 FOR THE TEST YEAR ENDING March 31 
- 

Description 
(a) 

Valuations, inventories,  and a p p r a i s a l s  

Business Informat ion  System (BIS) expense 

Purchase of emp:.oyees service emblems 

Membership fees and dues 

D i r e c t o r s '  fees and expenses 

Printing Annual Report 

FCC Filing and Grant Fees 

Company apportioned amounts fo r  various items 

O t h e r  items (itemize) 

Total 



Line 
No. 

Format 15d 0 

Echo Telephone Company 

Case Number 7902 

KENTUCKY COMB IN ED OP EPATI ON S 
ACCOUNT t&3. 323 - XISCELLANEOUS INCONE CHARGES 

- I ~ C L U D E D  IN OPERATING EXPENSES 
FOR THE TEST YEAR ENDING March 31, 1980 

1. ContrZbutions (a> 

Item 
(a) 

2 .  Membership fees and d u e s  (a) 

3. Abandoned constrx tion projects 

4. Other (itemize) 

5 .  Total 

Amount 
(b) 

(a) Detail attached 
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0 Format 17 

L i n e  
No. 

1. 

2. 

3. 

4. 

5 .  

6. 

7.  

8.  

- 

9 .  

10. 

11. 

12. 

13. 

1 4 .  

I 
1 

Echo Telephone Company 

Commonwealth of Kentucky 

Case No. 7902 

AVERAGE RATES OF RETUF34 

1 2  Months Ended March 31, 1980 - 

. 
Calendar Years Kentucky Operations 

Prior to Test Y e x  Corn b i n ed Intrastate 
(4 (b) (e) 

Original C o s t  Net In-Jestment: 

5th Year 

hth Y e a r  

3rd Year 

2nd Year 

1st Y e a r  

Test Year 

Original Cost Comm n Equity 
(Excluding J. D. I. C . )  

5ch Year 

4th Year 

3rd Year 

2nd Year 

1st Year 

Tcs t Pear 

NOTE: Provide work papers  i n  support of the above calculations. 
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